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Improved Farm Rent:al Met:hod
for South Dakota
Bv RcssELL L.
Should farmers and ranchers who
rent or lease their land have the
freedom to operate as efficiently as
those who own their land?� Many
people agree that they should.
Those who do not are saying that
lease conditions may be irnpcicecl
which interfere with the efficiency
of two-thirds of the farmers r.ncl
ranchers in the state who were leas
ing all or part of the land which they
operated in 1954.
Better leases, it may be argued,
will remove the incentive of tenants
to become owners. While this may
be partially trne, it appears that a
high degree of ownership of farms
and ranches by those who operate
them is not likely to be achieved.
The percentage of farm tenancy
increased steadily from 1880 to
1940. Since 1940, tenancy has de
creased largely as a result of the
high incomes during World War II
and the Korean conflict. This can
be seen in table 1. Part owners
operators who own part of their
land and lease part-are the fastest
growing tenure group. Full owners
have increased more slowly. The
drop in incomes since 1954 may
again be increasing tenants at the
expense of full owners.
This trend in farm tenancy was
an important reason for the estab-
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lishment of the Federal land bank
system in 1916 and the ill-fated
S·outh Dakota Rural Credit Depart
ment which started lending opera
tions in 1917 and closed in 1925. In
1933 the national Emergency Farm
Credit Act was passed which made
possible the Land Bank Commis
sioner loans. Later the Federal land
banks were authorized to make
loans up to 65% of the normal agri
cultural value of the farm and its
improvements. The Bankhead-Jones
Farm Tenant Act was passed in
1937 to permit tenants to buy farms.
Despite these efforts only 32% of
the farmers and ranchers were full
owners in 1954. Another 29% were
full tenants and 39% were part own
ers and part tenants. Only 17% of
the agricultural land in the state
was operated by full owners, 18%
by full tenants, and 63% by part
Associate Economist, Agricultural Ex
periment Station. This circular and the
Improved Farm Lease form which it dis
cusses were prepared with the counsel of
Hiram H. Lesar, J.S.D., specialist in land
lord and tenant law and author of Land
lord and Tenant, Little, Brown and Co.,
Boston, 1957.
'There is a popular idea that an oral
agreement to pay rent for land does not
create a lease. This is an error. Every
agreement to pay rent, whether written
or not, involves a lease.
I
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Table 1. Tenure of Farmers and Ranchers and Acreage Operated by
Tenure in South Dakota, 1900-54*
Percent of All Operators Who Are:
Full
Part
Full
Owners
Owners Managers Tenants

1900
1910
1920
1930
1935
1940
1945
1950
1954

-·-----·---- 49
- - -- ---- 52
--------- 36
----- ---- 27
---- ---- 26
-·--- ---- 21
----- ---- 25
_ ----- ---- 31
----- ---- 32

1
1
1
1
1

28

22

28
28
r
_)
26
36
38
39

1

Percent of Land Operated by:
Full
Full
Part
Owners Owners Managers Tenants

22

t
:):
+

.,

38
741
26
18
16

25
35
44
48
53
38
31
29

JO

12
17
17

41

3
3
2
2
3

44
44
44
50
62
61
63

I

3
4
2

18
7,
-J

28
36
37
39
23
18
18

•source: U.S. Census of Agriculture and S. D. Agr. Exp. Sta. Agr. Econ. Pamphlet 56.
Hncludes part pwners.
:):Less than 0.5 percent.

owners-part tenants. These figures
can be seen in the last line of table
2. For the entire state, 46% of the
agricultural land was leased in
1954. In some counties the figure
was considerably higher. For in
stance, in Moody County 5 9% of the

farm land was leased in the same
year.
In view of the importance of farm
tenancy it seems that some effort
should be made to eliminate from
leases the most important causes of
inefficient farming and ranching.

Table 2. Owners, Part-Owners, and Tenants and the Land They Farm by
Economic Areas, South Dakota, 1954·"

Areas t

Farmers by Tenuret
Part
Owners Owners
Tenants

West River (1) ________
North Central (2a) __
North James (2b) ____
South Central (3a) __
South James (3b) ____
Northeast (4a) ________
Southeast (4b) __________
State ____ ·----·----- __ ______

%

%

27
21
32
28
30
35
34
32

58
56
42
44
36
33
25
39

%
15
23
26
28
34
32
41
29

Owners

%

12
16
24
19
23
28
26
17

Land by Tenuret
Part
Tenants Managers
Owners

%
75
66
53
59
46
41
32
63

%

%

IO

3
1

17
23
20
31
30
42
18

2
1
2

§
§
§

•source: U.S. Census of Agriculture, 1954.
·Wart-time, residential, and abnormal farms omitted.
The number of farms with managers was I % of the total number for the \'lest River Area and this
has been included with the full tenants. In the other areas, the number of managers was less than
one-half of I% of the totals.
:):These areas arc those used by the U.S. Census of Agriculture, page 305.
§ Less than one-half of I%,
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1. What are the most important
causes of inefficiency on leased
land?
2. How can these causes of ineffi
ciency be removed?
The purpose of this circular is to
answer these questions. Logical
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analysis will be the main tool used
in this study. However, information
from other studies will be used
whenever possible. Included will
be information from three unpub
lished studies made in South Da
kota.

Conditions Necessary for Tenant: Efficiency
If tenancy is to be as efficient as
ownership, then the lease must
meet the conditions which allow
tenants to adjust the business to
changes in prices, costs, and produc
tion conditions as freely as owner
operators. This is true because eco
nomic efficiency is measured in
profits.
Freedom and Security Needed

Freedom of operation and im
provement, then, is a necessary con
dition for most efficient or profitable
operation of leased land. But free
dom of operation has little meaning
when the exercise of freedom
causes the lease to be cancelled at
the end of the lease year because the
landlord has other ideas as to what
is "a good job of farming." Hence
security of tenure or possession is
also necessary for efficient opera
tion. Unless the tenant has security
of possession, neither he nor the
landlord can afford to make im
provements which will be profit
able only to this tenant. The next
tenant may not need or want these
improvements. Even the making of
improvements by the tenant when
not working with crops or livestock

becomes questionable when tenure
is insecure.
Compensating the tenant for
unexhausted improvements is some
times considered a substitute for
security of tenure. However, in
practice, tenants are reluctant to
make improvements even though
they will be compensated if they
are uncertain as to how long they
will be able to enjoy the fruit of
their labor. While compensation
provisions are desirable they are
not a complete substitute for secu
rity of tenure.
Tenants Want More Security
of Possession

It is sometimes argued that ten
ants are not interested in greater
security of tenure. ·while this may
be true of some tenants, there is
considerable evidence that most
tenants desire greater security of
tenure.
In 1950 a sample of farmers in
central South Dakota were asked:
"What is the length of your present
1€ase?" Ninety-five percent replied
that their present lease was for 1
year or was a year-to-year lease.
They were then asked: "What

6
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length of lease do you prefer?" Two
thirds of these tenants indicated
that they preferred a lease of 3
years or longer. Only one-third of
the tenants said that they preferred
the 1-year lease. These figures are
shown in table 3.
In 1955 a similar set of questions
was asked of a random sample of
tenants in �1Ioody County in eastern
South Dakota. Eighty-seven percent
of these tenants had a 1-year or
year-to-year lease but 80% pre
ferred longer term leases. Over 50%
said that they preferred 5-year
leases or longer. These figures are
also shown in table 3.
In general, landlords appear to be
aware that tenants prefer longer
term leases. Forty-six percent of the
landlords replying to a question
naire mailed to 1,200 randomly se
lected landlords in 1952 indicated
that their tenants preferred a lease
longer than 1 year. Yet 78% of these
landlords said that they preferred a
1-year lease ( see table 3). Further
more, 90% of these landlords were
using share rent leases, 83% were
using 1-year leases, and 86% were
satisfied with their present lease
term. 3
,vhy do tenants desire longer
term leases? No doubt they are in
terested in greater security of pos
session and it seems fairly safe to
assume that they would like greater
freedom of operation and freedom
of improvement.
History Supports Importance
of Conditions

The efforts of English tenants to
acquire greater freedom of opera-

tion, greater security of tenure, and
compensation for improvements are
additional evidence that these con
ditions are important to farmers.
These conditions are important be
cause they affect profits and effi
ciency. Also, they affect in a very
important way the social well-being
of farm and ranch families. Insecure
tenants are less likely to take an in
terest in local church, school, and
community affairs than secure ten
ants or owners.
It is a common error to suppose
that the English tenant secured the
passage of laws which give him
great security of possession, free
dom of operation, and compensa
tion for improvements over the
combined opposition of the English
landlords. Actually, the laws mere
ly made uniform the practices
which most of the landlords were
already using. In other words, the
English tenant had long enjoyed a
high degree of security of tenure
and, hence, freedom of operation
and improvement. The compensa
tion of tenants for the unexhausted
value of their improvements was
common practice before it was writ
ten into the law.
Share Rents Are Cause
of Insecure Tenure

'"'hy was it possible for the Eng
lish landlords to give their tenants
more security of possession and
freedom of operation than Ameri
can farm landlords give their ten
ants?
"R. L. Berry, Share Rents and Short Term
Leases, South Dakota Agricultural Ex
periment Station Circular 117, 1955.
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Table 3. Preference of Tenants and Landlords for Long-Term Leases, South Dakota
Tenant's

Length
of Term

Preference Central
South Dakota*
Number Percent

One year ____________
Tvvo years __________
Three years ______
Four years __________
Five years . ________
S ix or more . ______
Total ______________

30

33

21
6
26
6
90

24
7
28
7
100

Tenant's

Preference in
Landlord's Preference
Moody County, S. D. t
in South Dakota:):
Number
Percent
Number
Percent

11
2
11
1

r
_)

4
54

20
4
20
2
46
8
100

209
9
30
4
15

78
3
12
1
6

267

100

• Unpublished Oahe Survey data, Economics Dept., South Dakota Ag ricultural Ex periment Station.
tVernon E. Bau, Tenant Interest in Alternative Leasing Arrangements in Moody County, South
Dakota, 1 955. ( M.S. Thesis) South Dakota State Col lege , Brookings, 1 957. Table 9.
!R. L. Berry, Share Rents and Short-Tcr111 Far111 Leases, South Dakota Agricul tural Experi111ent
Station Circular 1 17, 1955, Table 3.

The answer seems to be that the
English landlord has used a cash
rent lease for several centuries. He
regards himself as a land manager
rather than a farm manager. In con
trast, the American farm landlord
uses a crop share, crop share-cash,
or livestock share lease. In S outh
Dakota, the North Central States,
and the United States, at least 80% of
the leases are for a share of the pro
duce:1
Because the amount of the land
lord's share depends to an impor
tant degree upon managerial de
cisions, the American landlord
usually participates in the manage
ment of the farm or ranch. Evidence
of this participation is found in
lease agreements in which the ten
ant is :
( 1 ) ".to cultivate in a good, careful and
workmanlike manner and at proper
times, all the .t illable land on said
premises to the satisfaction of the
party of the first part ( the land
lord ) "

( 2 ) "to sow a n d plant said land i n such
crops as the lessor ( landlord ) shall
direct."
( 3 ) "subject to the approval of the lessor
( landlord ) , devise and carry into
effect a comprehensive farm pro
gram . . . and in the event the lessor
or i ts agents shall notify the lessee
( tenant) the number of acres it de
sires planted to each crop, the k ind
of crop and the location of each crop
on the leased premises, the lesseee
hereby agrees to so plant said crop
. . . to farm said premises in a good
and husbandlike manner, .to proper
ly care for all crops, to plant, culti
vate and harvest same in proper
season, to place all of said leased
premises in crop . . . to rotate crops
. . . all to the complete satisfaction
and under the direction and subject
to the approval of the lessor or its
agents."
It should not be inferred from
these three instances that all share
·A Graphic Summary of Farm Tenure, A
Cooperative Report of tthe USDA and
the USDC, Bureau of Census, 1954.
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rent leases contain provisions of
this kind. M any do not. Also, two
thirds of all leases are oral or un
written in South Dakota, so their
contents are not known.
There is reason to believe that the
supervision given by most land
lords is not as detailed as these pro
visions suggest. M any landlords
appear to allow the tenant consid
erable freedom of operation during
the crop year. T hey merely tell the
tenant that he can have the fam1 as
long as he does a good job of f arm
ing and pays the rent. If the farm
ing and care of the property is not
to their satisfaction they can refuse
to renew a 1-year lease or give
notice that the year-to-year lease is
being cancelled.
When South Dakota landlords
were asked which of three reasons
they thought was the most impor
tant reason why 1-year leases are
customarily used, 65% checked, "Be
cause the short-term lease keeps the
tenant on his toes since he knows
that you can get another tenant if

he does a poor job." This answer
can be compared with the other
answers in table 4.
Some advice to landlords from
the book, M a.naging the Tenant
Opera.ted Fa.rm follows:
"While the tenant may press for
an unqualified three or five year
lease, such an agreement is seldom
to the advantage of the landowner.
Committing himself to a lease of
this length deprives the owner of
the only recourse he has in the event
the tenant operator is not perform
ing satisfactorily-a change of ten
ants. In some cases, an unqualified
long-term lease also dulls the incen
tive for the tenant to do his best
work by giving him a false sense of
security. However, t h e tenant
should be convinced of your inten
tions to continue the lease as long as
he performs satisfactorily ." 5

This statement and the title of
this book suggests that the landlord

"J. J.

vVallace and R. R. Beneke, Manag
ing the Tencmt-Op,�ratecl Farm, Iowa
State College Press, Ames, Iowa, 1956,
p. 62.

Table 4. Reasons Why Landlords Prefer Short-Term Leases, South Dakota, 1952*
Reason

First

Number of landlords indicating choice - -------------------------- 234

Second Third Fourth

134

1 13

27

28

40

22

38

45

22

29

IO

7
48

Percent Percent Percent Percent

A. Because long-term leases are not as binding on
tenants as they are on landlords _ _____ ____ _ ---------------------- 2 1
B. Because the one-year lease gives the landlord a
chance to increase the r-� nt as his expenses rise _ __________
9
C. Because the short-term lease keeps the tenant on h is
toes since he knows that you can get another tenant
if he does a poor job _ ____ ____ ---- ·--------- - ----------- ---- ------ 65
D. Other ------------------------------------------- --·---------------------------------5
Total ------ ·----------------------------- ----· ------------------------------ --- 100

5
100

5
100

100

•source: R. L. Berry, Share Rents and Short-Term Farm Leases, South Dakota Agricultural Experi
ment Station, Circular 1 17, 1 955, Table 7 .
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should play an important role in the
man agement of the farm. As lon g
as share rents are used, this is the
landlord's best guarantee of reason
able se curity as to the amount of
rent. A long-term lease destroys the
landlord's security of rent while in
creasing the tenant's security of
tenure an d freedom of operation
an d improvement.
From this, it follo ws that the
most i mportant condition for effi
ciently operated tenant farms is
greater security of the amount of
rent for the landlord. This securitv
of the amount of rent must be pr�
vided in some other way than by
redu cing the ten ant to the status of
a share-cropper or an employee
whose continued employment de
pends u pon his doing a goo d job of
farmin g in the eyes of the lan dlord.
In addition to security as to the
amount of rent, the landlord must
have secu rity as to the payment of
the rent. Fortunately, the lan dlord
can achieve a high degree of secur
ity of payment by reserving ti tle to
the crops until the rent i s pai d. If
preferred a chattel mortgage on
crops, livestock, and other property
of the tenant can also be u sed to
insure payment of the rent. A res
ervation of title to the most impor
tant crop is incorporated in the
lease form inserted in this circu lar.
If the landlord is to give the ten
ant security of tenure and freedom
of operation he must also have con
siderable security of prope1ty. The
lease form inserted in thi s circular
contains provisions to protect the
landlord's property. Since these
provisions are not new they are not
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discussed in thi s circu lar. However,
special emphasis was given to the
problem of repairs and improve
ments. It i s believed th at the u se of
the rental methods to be described
will increase the tenant's secmity
of tenure which in turn will create
a desire to improve the farm. If this
is true, plans for compensating the
tenan t for his improvements will be
needed.
There are, of course, many other
things which affect lan dlord-ten an t
relations. Space does not permit
these things to be discussed here.
S u m m a ry of Cond itions

If the tenan t i s to h ave the free
dom to farm as efficiently as an
owner - operator what conditions
must be met?
1. The tenant must h ave the same
freedom of operation and i m
provement as the owner-opera
tor.
2. The tenant must h ave security of
tenure comparable to owner
operators.
Unfortun ately these con ditions
cannot be met as long as rent is paid
as a share of crops and livestock.
The landlord's rent i s too in secure.
Until the landlord has:
1. G reater security of rent
2. Greater security of property
he cannot afford to give the tenant
greater security of tenure, freedom
of operation an d improvement. A
study of landlord-tenant laws sug
gests that the lan dlord's security of
property i s mu ch greater than his
security of rent under sh are-rent
leasing. Hen ce, this stu dy is limi ted

10

South Dakota Expe1·i1ne11t Station Cirwl:w 141

hrgely to the possibilities of in
creasing the landlord's security of
rent so that he may then increase

the tenant's freedom of operation
and improvement and security of
tenure or possession.

I ncreasing lhe Landlord's Securily of Renl
How can the landlord's security
of rent be increased? One way
would be to eliminate any control
which the tenant has over the rent
to be paid in any lease year such as
he has under the crop-share or live
stock-share rents. \,Vhen the amount
of rent is no longer under the con
trol of the tenant, the landlord will
have much less reason to want to
control the tenant's farming opera
tions or to terminate the lease be
cause of the way that the tenant
farms.
Thus to the extent that the land
lord's security of rent is increased, it
should make it possible for him to
give the tenant more freedom of
operation. Because there would be
less friction the tenant's security of
tenure could also be expected ot in
crease. Such security should in
crease the tenant's interest in im
provements and the landlord's will
ingness to compensate the tenant at
the encl of the lease term. For these
reasons it seems desirable to consid
er the effect of various rental meth
ods on the landlord's security of
rent.
Kinds of Renta l Arra ngements

Rents may be paid in cash or pro
duce. A cash rent may be a fixed
amount as in the £xecl cash rent or
it may vary with prices and yields
as in the flexible cash rents. A pre-

duce rent may also be a £xed
amount as in the standing rent or it
nny be uariable as in the share rent.
.Rents may be called objective
rents when neither the landlord nor
the tenant can affect them after they
are once agreed upon. Fixed cash
rent is an example of an objective
rent. Or t:1ey may be called sub
jective rents when both the land
lord and the tenant can affect the
rent to be paid. Share rent is an ex
ample of a subjective rent. \,Vhile
the shares, )�, %, )�, etc., are definite
enough, the total production and
amount of rent to be paid in any
given year can be affected by the
tenant and, to a lesser extent, by the
landlord during the term of the
lease.
Because the share tenant can
affect the rent by his farming prac
tices the landlord is reluctant to
give him the freedom of operation
enjoyed by owner-operators. To
protect himself, the landlord often
participates in the farm manage
ment decisions. The relationship
tends to be that of employer-em
ployee or partners rather than
'
landlord and tenant.
\,Vhen the landlord does not par
ticipate in the managerial deci
sion:;, he usually tells the tenant
that he c1n keep the farm as long as
he does a good job of farming and
p:iys hi, rent. Since the decision as
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to w
· hether the tenant is doing a
good job of farming is made by the
landlord, the tenant may feel quite
insecure. Because of these charac
teristics of the share rental arrange
ment, other rental methods will be
reviewed to determine whether or
not their use will give the land
lord greater security of rent so that
he in turn may give the tenant
greater freedom of operation and
security of tenure.
Fixed Cash Rent Leases

When a tenant agrees to pay and
a landlord agrees to accept a fixed
cash rent for the prope1ty being
conveyed to the tenant the rent is
highly objective. When the amount
of the rent is specified in a written
lease there can be no question about
the amount which the landlord is
to receive for the use of the land.
If this rent is satisfactory to the
landlord and the lease contains pro
visions to protect the landlord's
prop�rty, why would he wish to in
terfere with the tenant's farming or
terminate the lease? The whole ar-

rangement is definite, certain, or
objective. The landlord is less likely
to be tempted to act as either an
employer or a partner.
In South Dakota, a recent study
reveals that over 47% of the cash
rent leases vvere made for 2 years or
longer. This is a higher percentage
of leases of 2 years or longer than
for any other kind of leasing. This
is shown in table 5. No doubt the
landlord's greater security of rent
makes this possible. However, the
age and the ability of the tenants
and their financial responsibility
may be important factors. This is
possible since the number of cash
tenants is quite small.
Cash tenants also enjoy longer
tenure on the same farm. In South
Dakota 40% of the cash tenants had
been on the same farm 10 years or
longer ( see table 6). Only 23% of
the crop share tenants and 10% of
the livestock share tenants had been
on the same farm for as long a peri
od. In South Dakota the number of
cash ten:mts is quite small and the
tenants are older. However, similar

Table 5. Len gth of Lease Term Compared with Kind of Rent Paid,
South Dakota, 1952 <'
Number
reporting

Cash ---- ---- ---- -- ---71
Crop Share ---- ---- ---- - ------ 4 1 2
Crop shar·� cash _______ ____ ---- 749
Livestock share __________________
88
Special and others _______ ______
45
Total _ ___________ _____ ----------- ---- 1 365

Years

2-3

53

72

75
65
59
71

29
7
7
7
11

8

4.5

Years
indef. Other

(Percent)

6

3
3
3
11
4

6

12
9
17
13
11

6

6
6
8

6

6

Total

1 00

JOO

1 00
1 00
1 00
1 00

*Source: Farm Rental Practices Survey, unpublished data, A-8, South Dakota Agricultural Experi
ment Station.

12

Soutb Dakota Experiment Station Cirwlar 141
Table 6. Kind of Rent Paid Compared with Years Tenant Has Been
on This Farm, South Dakota, 1952*
Kind of Rent

Number 1 -year
Replying or less

Cash -------------------------------Crop share ---------------------Crop share cash ______________
Livestock share ______________
All other ------------------------

74
453
792
1 04
51

11
8
10
11
12

2-4

years

19
41
35
43
45

5-9

years

10 years

Percent

or over

30
28
34
36
29

40
23
21
10
14

Total

1 00
100
1 00
1 00
1 00

' Source: Farm Rental Practices Survey, published data, South Dakota Agricultural Experiment
Station.

results are found in Iowa and M in
nesota where cash tenants are m ore
n umerous. 0
It would be an error to assume
that length of ten ure is the same as
security of tenure. Farmers m ay be
insecure even when they con tinue
to lease the same f arm year after
year. However, it seems likely that
the cash tenants as a group are m ore
secure and this security is reflected
in the length of tenure.
It is sometimes argued that a
fixed cash rent encourages the ten
ant to exhaust the land by heavy
cropping. The Scully Estate which
has been leasing for cash in Illinois,
Nebraska, and Kansas for 80 to 100
years has had n o difficulty of this
kind. In Marion County Kansas, the
Scully tenants choice of crops was
not sign ificantly different from that
of tenants of other landlords except
that significantly m ore sweet clover
was grown, pastured, or harvested
for hay or seed. The growin g of the
s weet clover on one eighth of the
land is required. Rent is remitted
on the acres grown and a penalty of
5 dollars per acre is assessed on the
acres not grown.

Since n o significant differen ces
were found in the am ount of corn
and wheat grown, the use of ferti
lizer, and the amount of livestock
kept by Scully tenants, share ten
ants, and owner operators, it seems
que stionable whether cash tenants
exhaust the land m ore than share
ten ants. However, this comparison
m ay be affected by the fact that
m ost of the Scully tenants own the
house, barn, and other improve
men ts located on the Scully land.
They also say that they have m ore
security and freedom than share
renters in the same community. 7
It is often said that tenants can
not pay fixed cash rents where crops
are poor or fail. vVhile this is some
times true it is also true that the
landlord gets little rent when crops
fail under any other kind of rental
arrangement. Share rents do have
the advantage that ordinarily n o ar
re ars in ren t arise to plague the
0

V. L. Hurlburt, Farm Rental Practices
and Problems in the i\!Iidwest, Iowa Agri

cultural Experiment Sta. Research Bul.
416, 1954, Table 2 1 .
'Unpublished data, Economics Dept.
South Dakota Agricultural Experiment
Station.
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landlord-tenant relationship. How
ever, the increase in rent under
shares in years of good crop yields
appears to offset most of this ad
vantage to the tenant. The differ
ence in cash and share rent in peri
ods of rising prices can be seen in
table 7. Even with considerable up
ward adjustment in the· cash rents it
appears that the difference might
still be great enough to permit the
tenant to pay interest on arrears in
rent during poor crop years. This
cash rent plus interest might still be
less than the rent paid under share
arrangements.
In criticizing fixed cash rents it is
often forgotten that many farmers
are willing, even anxious to assume
fixed mortgage interest and princi
pal payments on a farm even when
their equity is quite small. The diffi
culties of paying the same amount

in cash rent should be no greater.
There are a number of ways in
which the certainty of payment of
cash rent can be assured. Partial or
full payment at the beginning of
the lease year, when the principal
crop is harvested, or when livestock
or livestock products are sold may
help. Crop insurance may also be
used.
One idea is that the landlord
should set the rent high enough to
make it possible for him to reduce
or cancel the rent in years when the
tenant cannot meet the payment
through no fault of his own. Unfor
tunately, this idea reduces the land
lord's security of rent. It also makes
the decision as to whether the rent
should be reduced or cancelled in
any given year a highly subjective
one over which considerable fric
tion might arise. Of course, this sub-

Table 7. Landlord's Interest on Investment under Different Rental Plans as
Shown by Studies Conducted in Various States

State

Illinois*
Illinoist
Missourit ---------New York§ ________
New York !! --- ---Kansas #
Kansas # ---------Kansas# ----------

Interest on Investr.1ent in Percentage
Crop Share Livestock
D 1te
Cash
Crop Share
Cash
Share

1947
1943-45
1939
1938
1913
1914
1915
1916

3.8
3.8
4.2
3.7
5.5

7
_ .)

2.3
1.8

16.5-1 7
9.9
8.1
5.4
8.3
5.2
3.1
3.3

6.5
5.4
3.0
2.7

18-20
10.1
8.2
4.3
4.2
3.5

*Twenty-third annual report of the Farm Bureau Farm Management Service, 1 9 4 7 , Illinois Agri
cultural Experiment Station A. E. 2 5 4 4 , June 1948.
·!Three-year Report 193 Farms in the Il linois Farm Bu reau Farm Management Service, 1 9 4 3 - 4 5 .
Illinois Agricultural Experiment Station A. E . 2 4 1 6, October 1 94 6 , table 1 .
+John F. Timmons, Landlord-Tenant Relationships in Renting Missouri Farms, Missouri Agricul
tural Experiment Station Bulletin 409, 1939, p. 1 7 .
§ Paul L. Poirot, Farm Tenancy in New York, Cornell Agricultural Extension Bulletin 4 8 3 , 1 9 4 2 ,
p. 2 2 .
II G . F. Warren, Fann Management, Macmillan Company, New York, 1 9 1 3 , p . 3 1 4 .
# W. E . Grimes, Farm i n Kansas, Kansas Agricultural Experiment Station Bulletin 2 2 1 , 1 9 J G .
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jective element cou ld be eliminated
by the u se of a cash rent which
varies with prices of one or m ore
crops and the county ave rage
yields.
It is true that fixed cash rents do
n ot au tom atically increase the rent
when prices and yields increase,
and decrease rents as prices and
yie lds fall. However, cash rents can
be adjusted to changing conditions
even though the change is not au to
m atic and can be made only slowly.
Those landlords and tenants who
prefer an automatic adjustment
need to consider carefully the
standing rents and the variou s kinds
of flexible cash leases which will
now be discussed.
Standing Rent Leases

The stand ing rent lease calls for
the payment of a fixed qu antity of
produce as rent. If the qu ality of
the product to be delivered can be
specified, then the rent is as fixed
and definite as the cash rent just
discussed. Its special merit is that
the cash value of the rent varies
with the m arket price of the fixed
amount of produce specified as rent.
Therefore, the landlord shares price
risks with the tenant. Becau se of this
greate r risk the rent should be
somewhat highe r than fixed cash
rent.
Because the amou nt of produce
t o be delivere d is fixed and cannot
be affected by actions of either the
l andlord or the tenant during the
te rm of the lease, it is an objective
rental which largely avoids any
confusion of the landlord-tenant re
lation with that of em ploye r-em-

ployee or partners. In other words,
the landlord has a high de gree of
secu rity of rent and will have little
reason to limit the tenant's freedom
of operation or his security of ten
ure.
Often the standing rent le ase
specifies that the cash market value
of the produce of a certain kind and
quality is to be paid as rent. This
eliminates the actual delive ry of
produ ce to the landlord. Several
kinds of crop and livestock produce
m ay be specified. When the m anner
in w hich the m arket value is to be
determined is carefully specified,
this kind of lease is as objective as
a fixed cash rent, since neither the
l andlord nor the tenant can affect
the rent du ring the term of the
lease.
The Improved F arm Lease fonn
inserted in this circu lar can be u sed
as a standing rent lease. How this
can be done is explained on page
23 of this circu lar. Sections 6A
and 6B of this lease form can be in
serted in any lease form to create
a cash version of the standing rent ..
Present Use of
Standing Rent Leases

Any cash rent can be m ade to·
v ary with the price of one or m ore
farm or ranch products. Suppose
$2,400 is determined to be a fair
cash rent for a farm or ranch. This
amount can be u sed as a normal
or base rent. Then the rent due in
any one year can be m ade to flu c
tuate with the price of a principal
crop or livestock product.
Such a lease is being u sed in leas
ing Indian lands on the Pine Ridge

!illp roJJed Farm Re111al l\1ethod for South Dakota

and Rosebud Reservations. These
grazing lands are being let for 5year terms for a base cash rent.
However, the rent paid in any lease
year varies with the price of beef.
A similar rental plan is being
used in leasing public grazing lands
in Alberta, Canada. There, one
tenth of the current market price of
250 pounds of beef is paid for each
cow grazed. Iviost of these grazing
leases are made for a term of 20
years. The plan has been in opera
tion since 1945. 8

was used for several years, it was
concluded that when corn yields
fell to 75% or less of a normal yield
agreed upon, the rent to be paid in
that year should be reduced in di
rect proportion. The following ex
ample taken from the lease form
makes clear how this would work :
"Suppose it is mutually agreed
that the average corn yield on this
farm is 60 bushels per acre. The av
erage yield on this farm this year,
however, is 40 bushels or 67 percent
of a normal yield. H the cash rent,
as computed by the flexible cash
method turns out to be $9 per acre,
then the rent actually due will be 67
percent of $9 or $6 . p er acre in this
year of partial crop failure."

I owa F l e x i b l e C a s h Lease

A flexible cash lease form has
been distributed to Iowa landlords
and tenants since 1932. 0
In this form the rent to be paid
in any given year varies with an
index of several farm prices. The
lease form and the annual index is
distributed by the Agricultural Ex
tension Service at Ames. Because
the rent to be paid varies with the
price of several crop and livestock
products, the rent paid tends to be
more stable than it is when it is
based upon only a principal crop.
It may measure more accurately the
farmer's ability to pay rent when
several kinds of crops and livestock
are produced.
\i\Then such an index of prices is
used the variations in rent from
year to year would be smaller than
under a share rent. However the
amount of rent paid over a period
of years would tend to be the nor
mal rent. This emphasizes once
again the importance of care in
setting the norm::il or base rent.
After the Iowa flexible cash lease

15

Unfortunately, this clause introduces a subjective element into the
lease. Since the corn yield reported
for any given year may be affected
by the managerial ability and the
honesty of the tenant, the amount
of landlord's rent is at the mercy of
the tenant.
Thus, the problem of the share
rent is introduced whenever crop
yields fall near or below 75% of the
normal yield. The question arises
as to what extent the low yield may
be clue to poor management or pos
sibly dishonesty on the part of the
tenant. H owever, this difficulty can
8

J. A. Campbell and V. A. ·wood, "A
Range Land Rental System Based Upon
the Grazing Capacity and the Price of
Beef," Journal of Range lvlanagement,
Vol. 4, November 1951, p. 370-74.

'The original lease was presented by Mil
lard Peck, A Plan for Adjusting Cash
Rent to the Changes i.11 the Prices of Farm
Products, Iowa Agricultural Experiment
Station Bulletin, 295, October 1932.
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be corrected by striking out the
clause which requires rent to vary
with the yield of com on the farm
being leased. 'When this is done, an
objective rental arrangement re
mains in which the rent varies with
the index of prices received. It is
objective since neither the landlord
nor the tenant can affect the index
of prices received.
S·ince prices received by farmers
in the United States are not materi
ally affected by state boundary
lines, the prices in South Dakota
and Iowa fluctuate together. This
can be seen in table 8 where the
effect of using different indexes on
$1,000 of rent is shown. The differ
ance between the Iowa and South
Dakota rents is quite small.

Vary i n g Rents with S i n g l e Cro p

,vhat is the advantage of using
an index of prices rather than a
single crop like com or wheat? The
use of the index gives a more stable
rent since all the major products
farmers sell are included. That is, a
sha11J drop in grain prices tends to
be softened by livestock prices
which move more slowly. This can
be seen in figure l. Note that the
crop index falls faster and further
than either the livestock prices or
the prices of all commodities. In
general, the fluctuations of crop
prices are greater than those of live
stock prices.
If com had been plotted sepa
rately on this chart, its fluctuations
would be greater than those of all

Figure 1 . Prices Received by South Dakota Farmers by
Groups of Commodities, 1910-57
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Table 8. Effect on Use of Different Index Numbers
on the Variation of $1000 Base Rent

Year

Index of Prices
Received by Farmers
(1 909- 14= 1 00)
Sou th Dakota
Iowa

U. S.

Variations in Rent
If Base Index Was Set at
200 and Rent Was $ 1 ,000
Iowa
South Dakota

236
234
1 946 ------------ 240
276
308
1947 ------------ 3 1 1
287
322
1948 ------------ 32 1
250
255
1 948 ------------ 268
258
270
1950 ------------ 285
302
317
1951 ----- ------ 339
288
290
1952 ----- ------ 301
258
273
1953 ------------ 269
249
267
1954 - ----- ---- 260
237
230
1955 ------------ 234
Total 10 years variable rent ---------------------------- _____
Total 10 years fixed rent -------------------------------------crops. This can be seen in figure 2.
However, the difference in price
variations of oats, and wheat is
rather small.
On a highly diversified livestock
farm the use of the index of all
prices is probably desirable in that
it m ay be a better indication of the
farmer's ability to pay rent and gives
the landlord greate r stability of
rent or income. However, on farms
whe re corn or wheat is the m ajor
enterp1ise a standing rent in these
crops m ay be m ore s atisfactory for
the tenant. I t approaches m ore
closely the crop share rent in which
the value of the landlord's share
varies with the crops rather th an
livestock. Thus, s tanding rent on the
cropland and a fixed cash rent for
pas ture and buildings m ay be a
m ore s atisfactory meth od of rent de
termin ation th an the use of a gen
eral index of prices.

$ 1,200
1 ,555
1 ,605
1 ,340
1 ,425
1 ,695
1,505
1 ,345
1 ,300
1,170
14,140
10,000

$1,170
1 ,540
1,610
1,275
1,350
1 ,585
1 ,450
1,365
1,335
1,150
13,830
10,000

U. S.

$1,180
1 ,380
1,435
1,250
1,290
1 ,510
1 ,440
1 ,290
1 ,245
1,185
13,205
10,000

On ranches where cattle and
sheep are the m ain enterprises a
standing rent in lives tock products
or a cash rent which varies with the
price of calves or lambs would be
m ore des irable than a rent which
varied with an index of all prices or
with the price of crops . A rental ar
rangemen t in which the ren t varies
with cattle prices used in leasing
Indian grazing lands on the Pine
Ridge and Rosebud Reservations
h as already been described.
Cash Rents Which Vary
with Yields

The popularity of share rents
s ugges ts that man y landlords and
tenants prefer a rent which varies
automatically with both prices and
yields. Yet, objective straight cash
or standing produce rents can
als o be made to vary with crop
yields . However, when the cash or
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Figure 2. South Dakota Season Average Price of Wheat, Corn, and Oats, 1930-57.

standing rent is made to vary with
the yields on the farm being rented
as in the Iowa Flexible Cash Lease
form discussed above a subjective
rent results. It is subjective be
cause the tenant, and to some ex
tent the landlord, can affect the
amount of the rent to be paid in any
lease year. Hence, such a lease is
only somewhat better than a share
rent lease.
A rent can be made to vary with
both prices and yields in a way that
cannot be affected by either the
landlord or the tenant. Such a rent
is a great improvement over the
share rent. It keeps the flexibility
of the share rent and maintains the
objectivity of the fixed cash or

standing produce rent. To create
such an improved or objective rent
al arrangement the cash value of
the standing rent must be made to
fluctuate with the average annual
county yields rather than the yields
on the farm being leased. Because
neither the landlord nor the tenant
can affect the county yields to any
appreciable extent the rent is ob
jective, definite, or certain.
The Im p ro-vecl Farm Lease form
inserted in this circular provides
the agreements necessary to make
the cash value of a standing rent
vary with the county average yields.
Section 6 of this lease form is repro
chiced here to show how this can be
done.

J,nproved Farm R ental J\lfetbod for Sowb Dakota
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Sed:ion b. Providing Security of Rent:
A. Calculation of Cash Value of Standing Rent:

The lenant ag!'ees to pay an annual rent which shall be the cash value of a standing rent calculated as follows:

- --�----..-··-···
I. Kind of Standing Rent: The standing re shall be ........
�
m a mmunum
.
wheat) of £'i3de number �·--···---- having
test weight of ····-··-··-----·········-··-···· . ····-····--

per bu

n

2 •::::::0;::;d�;g ;:::'. ;::::::1°:����;� ;���
bushels of said kind and quality of grain.
Of this standing rent:

.... ( kind of corn or
.... ... ___ pounds

;;���i�� ;��·;·�-�:;I �:--�
�;;;;;�.(� �oo)
-7
, - --

_2_0...Q..... bushels are for .......

lfJ.._____ acres with improvements.
..L..c::25:.... bushels are for --- --�°-----· acres of permanent pasture.

fJ_ J'..1S._ bushels are for _.:2,{P.Q....... acres of cropland.

___::=::::-:-_____ bushels are for ___ _::=::........ acres of --�----

3. Cash Value of Standing Rent: The cash value of the standing rent shall be determined each year by multiplying it by the simple
average of the daily cash market price per bushel of s,id kind and qual11y of gr,in beginning w,th the . � . day of
(}.�(month) and e ding w11
�
�

... day o�- - (month) of each year inclusive

�
��':w•• •, u_��·. d:
B. Payment of Cash Value of Standing Rent:

(Note: if it is desired that the rent vary only with prices complete Part B and strike out parts C and D below. If it desired that the rent
vary with county average annual yields strike out Part 8 and complete parts C and D below.) �ua-1

C. Adjusting Cash Standing Rent to County Yields:

The total cash tanding rent shall be adjusted in direct proportion to the average annual harvested yield for the lease year of said grain
1
in ..
·····--···-····--··-···-···-·· County, South Dakota. The amount of adjustment shall be determined by dividing the
average annual county arvested yield as reported by the Sm�h Dakota Crop and Livestock Reporting Service, 2 1 9 West Eighth Street,
Sioux Falls, South Dakota by the base yield of .........(-2....'f..)---·········· bushels per acre, which is the simple average of the annual county
yields from 193."'.. to I9S
§inclusive. The results of this division shall be multiplied by the standing rent as calculated above to
determine the adjusted standing rent.

_:;B .

0. Payment of Rent:

The Tenant agrees that the cash value of the adjusted standing rent shall be the annual rent and that he shall pay it as follows:

I. Payment of Estimated Annual Rent: Because the :1verage :1nnual harvested yields by counties arc not available as a rule until March
15 of the next year a temporary settlement shall be made as follows: Each yCar the Landlord shall estimate the aver:1ge annual harvested
yield of said grain in said county, using whatever counsel he desires, and using this estimated yield, he shall calculate an estimated annual
rent using the methods descri d i n Section 6A and Section 6C abo�1 he Landi d shall then notify the Tenant as to the estimated annual
,
�
rent on or before the ··-··· .
.
..
__ ·-····-······ ( onth) of each year and the Tenant shall
·-·-··-·-······· day �
:::;..,.
pay the estimated annual r t on or before the · --�- --········· day of ··--··
. . . . ... --···-·············· (month) o f each year.
2. Payment of Final Rent: When the average annual county yields :1re published by the South Dakota Crop and Livestock Reporting
Service, the Landlord shall use said yields to calculate the final annual ·rent using the method described in Section 6A above. The Landlord
shall notify the Tenant of any rent due, and such rent shall be payable within two weeks of the date that the notice is given. If the estimated
annual rent p:1id is more than the final annual rent then the Landlord sh:1\1 pay the Tenant the difference with interest at 6 percent per
annum from the time of payment of the estimated rent until paid. If the es1im:1ted annual rent is less than the final annual rent the Tenant
shall pay the difference to the Landlord, without interest. However, on any :1dditional rent due and not paid at the time of fin:11 settlement
the Tenant shall pay interest at 6 percent per annum from the time of final settlement until paid.
E. Title Reserved for Secufity of/a"f!" ent:

The Tenant agrees to plant, cultivate, and harvest not less than di:Jl...,� acres of the crop used in calculating the above rent
on this leased land each crop year. The Tenant also agrees not to sell, remove or permit to be removed any of said crop produced on this land,
except with the prior consent of the Landlord until the estimated annual rent specified in Section 601 above, all arrears of rent, and all other
indebtedness to the Landlord is paid, and until such payment the title of said crop shall remain in the Landlord.

How to U se I m proved Rental Metho d
I n order for Section 6 of the Im
roved
Farm Lease to be satisfac
p
tory, care mus t be used in complet
ing the form.The following sugges
tions are labeled the s ame as the
parts of Section 6 of the lease as
on page 19.

for high protein wheat the protein
content must also be indicated to
determine the price of wheat. The
protein content normally varies
from 10 to 17% or more. The pre
mium is often o ne cent for each ad
ditional 1% of protein but varies
with market conditions and class of
wheat.
A2. Amount of Standing Rent.
The total amo unt of the standing
rent can be set by dividing the
landlord's expected average gross
rent by the expected average value
of the grain being used as a stand-

Al. Choosing the Kind of Stand
ing Rent. \i\lhen corn is u sed to de
termine the rent u nder this lease,
No. 2 grade probably should be
specified even though the grain pro
duced o n the fann may be No. 3 or
poorer when h arvested because of
the moisture and other factors. The
reason for recommending No. 2
corn is that prices for this grain are Table 9. Minimum Test Weight of Com
the most readily available. The and Wheat by Official U. S. Grades*
minimum test weight per bushel of
Minimum test weight per pushel
Corn,
the different grades of corn is given
Hard Red All Other
Yellow,
i.n table 9. These should be careful Grade
Spring
White,
Classes
ly studied. The availability of Number and Mixed Wheatt of Wheat!
prices at the local market for grades
60
1 heavy ______
No. 3-5 should be determ ined if 1 -- --- - ------- 54
60
58
they are to be used.
57
58
2 _----- -------- 53
Whe n wheat is u sed to determine 3 ---- ---------- , 5 1
56
55
54
53
the rent, care must be used to iden 4 --- - ---- ---- 48
51
50
tify the wheat being u sed. Pri�es 5 ----- ----- -- - 44
II
___JI
are usually available for the Hard Sample _ ____ ____§
Red Spring Wheat in South Dako •source: Official Grain Standards of the U. S.
ta. \i\linter wheat and duru m wheat Service and Regulatory Announcement AMS1 77 issued June 1957.
prices m ay not be readily obtained -I-This class includes the subclasses Dark North
ern Spring Wheat, Northern Spring Wheat,
in some areas. The m inimum test
and Red Spring Wheat.
weight per bushel for the different tlncluding
Hard Red Winter Wheat, Durum
grades of spring and winter wheats
Wheat, Reel Durum 1\Theat, Soft Reel Winter
Wheat, and White Wheat with their several
are also presented in table 9. Note
subclasses excluding those mentioned in foot
that the test weights of sprin g and
note -j-_
winter wheats differ. Because of § Contains stones or cinders or is m usty, sour,
or hot or has foreign odors.
this , the minimum test weight as II heating
More than 16"/. moisture, containing stones or
well as the grade number should be
is musty, sour heating, smutty, etc.
�More than 1 5.5% moisture ( except Durum
given to help avoid errors .
which requires more than 16.0%) containing
Since a premium is usually paid
stones or is musty, sour heating, s1nutty, etc.
20

21

Improved Farm Rental Jl,fetbod for South Dakota

ing rent. For example, if the land
lord can normally expect that his
long time average share or cash
rent will be $2,400 per year and
corn is expected to average about
$1.20 per bushel then 2,400 7 1 .20 =
2,000. Thus the standing rent in
corn should be 2,000 bushels.
If wheat is to be used as standing
rent and is expected to be worth
$2.00 per bushel then 2,4007 2.00 =
1,200. The result is the standing
rent in bushels of wheat.
How can the landlord's normal
or expected gross rent be deter
mined? One way is to calculate the
value of the landlord's share of the
usual crops at average or usual
yields and prices as shown in table
10. The crops, acres, and yields
should be the long run average for
the farm or the community. The
crops are not necessarily what the
present tenant will grow. They
should be the crops ordinarily
grown in the community. Statistics
on crops compiled by the Crop and
Livestock Repmting Service are of
great help in choosing the usual
crops and the acres of each.

The yields used in this example
are close to the average yields in
Brookings County for the 20 years
1936-55. If the farm is better than
the average, higher yields should
be used. If poorer than average,
then lower yields should be used.
The prices should be those ex
pected in the future; not those of
the past. 1 0 The landlord is assumed
to get one-third share of the crops.
The value of the landlord's share is
obtained simply by multiplying the
usual share by the expected price.
The standing rent in corn, when
corn is expected to average $1.20
per bushel, is 2,640 7 1.20 = 2,200.
Thus, the standing rent is 2,200
bushels of corn.
Since the landlord does not bear
as much of the risk of local hail,
wind, flood, or fire damage, some
downward adjustment in the rent
should be made. One possibility is
to reduce the rent by the landlord's
share of the hail, wind, flood, or fire
insurance if these are needed.
1

°For help on such prices see: Prices and
Costs for Use in Farm and Home Plan
ning, S. D. Agricultural Ex'Periment
Station, Agr. Econ. Pamphlet 92, 1957.

Table 10. How to Calculate the Usual Cash Value of the Landlord's
Usual Share Rent

Usual Crops

Usual
Acres

------- ---------- 100
Oats ------ ------------- 100
Wheat ---------------- 30
Alfalfa -------------- 30
Pasture - ------------ 50
Impr. ------------------ 10
Totals --------- ----- 320

Corn

Average
Yields
per acre

30
30
15
I .ST

Expected
Price
per unit

$ 1.20
.60
1.80
12.00

bu.
per acre

10
10
5.

.5

Landlord's Y3 Share
value
per acre

$12.00
6.00
9.00
6.00
3.00

Total
Value

$1200
600
270
180
150
240
$2640

22
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The s tanding re!Jt ca n als o be
calculated from a cash rent. The
method is the same as tha t des cribed above. The cash rent is divided
by th e p rice of the crop that is to
be us ed as a st andi ng rent. For example , if the landl ord is satis fied
wi th a gross return of 8% o n a
$30 , 000 i nves tment in a farm, then
his cas h rent s hould be $2,400. This
fixed cash r ent can be converted into a s t anding rent in corn, when
corn is expected t o avera ge $1.20
per bushel as foll ows: 2,400 l.20 =
2, 000 or 2, 000 bushels of corn as
s ta nding rent. In u s ing this m eth o d
the va lue of th e farm is very impo 1tant. It s hould be the long tern1
expected value rather than the current p rice o r what was p aid for i t
s ome years a go .
If the landlord is t o provide
house, barns, wells, fences , and
other i mprovements , he must have
some rent to cover ta xes , i nsura nce,
interes t on inves tm ent, dep reciation, and repairs. Un1 es s 11e receives s uch a rent, he is fully jus tiBed in allowi ng the bu i ldi ngs to fall
down or in s elling th em to others.
H ence, the amount of the t otal
standi ng rent f o r improvements
needs to be clearly s eparated from
pas tur e rent and cropland rent.
If the landlord normally receives
$240 fo r the i mprovements , the
bushels of grai n can be secured by
dividing this am o unt by the p rice
of the grain being us ed as s tanding
rent. F or corn worth $1.20 per
bush el this "vould be 200 bus hels .
A s ta nding rent fo r pas ture can be
set in the s ame way. All cropland
sh ould a cco unt fo r the res t of the
---;-

stand i ng rent unles s i rrigat ed land
o r other es pecially imp roved land i s
involved.
A3. Calculating the Cash Value
of the Standing Rent. It is recom
mended that the p rice o f g rain be
the s imple avera ge of the daily
p rices paid at a local elevat or ?u'.·
i ng the harves ting se aso n. This i s
the time at which the landlord nor
mally receives a s hare rent. Becaus e
of the h eavy ma rket ings , p ri c es a re
no rma lly at their lowes t at that
ti me. The fluctuations in prices of
these grains have not been very
great in recent years due t o the
various g overnmental s t orage and
mark eting operations. This can ?e
seen in table 11. Normally th e nse
in price is o nly enough to o ffset the
cos t of s tora ge and losses due t o
Table 1 1 . Average Monthly Prices of
Corn Oats and Wheat as Received by
So�th Dakota farmers, 1945-1955*
M 0 nth
___ _

_

Average price per bushel of
Corn
Oats
Wheat
____
_
_
_
_ __

January . $1 .24
$ .7 5
.7 1
February
1.17
.74
March ...... 1 .22
.74
April ........ 1 .28
May ........ 1 .32
.7 1
.70
June ........ 1 .37
.66
July .. ...... 1 .43
.62
August .... 1 .42
.64
September 1 .44
.67
o�tober .. 1 .32
.7 1
Novemb::r 1 .22
.73
December 1 .2 7
.70
Average .. 1 .3 1
Range . . 1 .17-1 .44 .62-.75

$2.02
1 .98
2 .04
2 .02
2 .04
2 .00
2 .02
1 .93
1 .98
2 .03
2 .07
2 .08
2.02
1 .93-2.08

Source: Loral Price Movements i11 South Dn
� ota, S. D. Crop and Livestock Reportinig
Sen ice.
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storage. If the landlord wishes to
use his rent m oney to buy and store
grain for higher prices, this can be
done.
The price of grain at Minneapolis , Omaha, Kansas City, or Chicago as quoted in certain reports or
newspapers could als o be used.
However, thes e prices will often be
higher than those for South Dakota.
I f they are used, the amount of
grain us ed in calculating the rent
sh ould be s omewhat less than when
a local elevator price is us ed.
M any elevators in South Dakota
receive the Grain Bulletin which
gives the local price which the elevator could have paid i f they had
s old the grain on the Minneapolis
Grain Exchange. In other w ords,
the freight and m arketing charges
from the local elevator to Minneapoli.s are deducted from the price
which existed on the Exchange
M onday through Friday of each
week when the Exchange is open
for business. The net price is then
put on postal cards and m ailed to
s ubs cribers. L andlords and tenants
can s ubscribe to this s ervice by
writing to the Grain Bulletin, 1014
G rain Exchange, M inneapolis.
I n s ome areas of South Dakota,
corn prices m ay be higher th an the
Minneapolis price as quoted by the
Grain Bulletin because of local dem and or because of higher prices
paid by truckers m oving grain to
s outhern m arkets . When this is true
the actual prices paid in the local
m arket sh ould be used.
If the average price for several
rn onths is used then the amount of
grain used to determine the rent
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should b e reduced accordingly.
Such an adjustment is diffi cult to
make and the prices more diffi cult
to obtain and com pute. Because of
these factors it is recommended
th at the prices be the sim ple av
erage of not more than 30 days dur
ing the harvest seas on.
B. Payment of Cash Value of
Standing Rent. Tenants who are
financially able to s tand weather
ris ks like owner-operators m ay pre
fer to pay the cash value of the
standing rent rather than adjust the
rent to county yields . If this is de
sired Part B should be completed
and Parts C and D s truck out. I f
the rent is to vary with crop yields,
Part B should be s truck out and
Parts C and D com pleted as is done
in the example.
Parts A and B permit the rent to
vary with prices but not with yields .
I t is simple. The rent is easily cal
culated and can be paid in full
shortly after the principal crop is
harves ted. There is s om e danger
that yields m ay fall when prices are
rising. This would increase the an
nual rent in a year when produc
tion is low. However, during both
W orld War I and II p1ices and
yields were both generally good.
During the 1930's both prices and
yields were low. O f course, this
does not guarantee that the reverse
cannot happen. All factors consid
ered it is probably less ris ky than
fi xed interes t. Tenants who are well
es tablished and who are consider
ing buying land with fixed interest
and principal payments on a m ort
gage should give this alternative
careful consideration.
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C. Adjusting the Standing Rent
to County Yields. This is the heart
of this rental method.
The merit of this provision is that
it causes the annual rent to vary
with the county average annual
harvested yield of the crop being
used as a standing rent. Thus, when
this provision is used, the annual
rent varies not only with the price
but the yield of the principal crop
grown on the farm. This gives it
much of the flexibility of a share
rent. But because neither the land
lord nor the tenant can appreciably
affect the prices paid nor the county
yields, it has the objectivity of a
fixed cash or standing rent. As a re
sult, the landlord will have greater
security of rent which should make
possible greater freedom of oper
ation and security of tenure for the
tenant.
How does it work? Suppose that
the cash value of the 2,200 bushels
of standing rent was $1.00 per
bushel or a total of $2,200 in a given
year. This amount is to vary with
the average annual harvested corn
yield in the county. To determine
the variation in yield a base yield
must be set. This base yield should
be the long time average yield since
that is probably the best estimate
of what yields may be in the future.
In this example the base yield
has been set at 30 bushels. This is
slightly above the 20 year average
for Brookings County ( see table
12 ) .
If the annual county yield per
harvested acre is 30 bushels, then
30+30 = 1.00 or 100%
$2,200xl.OO = $2,200 annual rent.

If the annual county yield per
harvested acre is 45 bushels, then
45+30 = 1.50 or 150%
$2,200xl.50 = $3,300 annual rent.
If the annual county yield per
harvested acre is 15 bushels, then
15+30 = .50 or 50%
$2,200x.50 = $1,100 annual rent.
Similar calculations can be made
for any other cash value of the
standing rent and any other crop or
yields., The base yield should be the
long-term average for the county in
vvhich the farm is located. Twenty
year average yields for corn and "all
wheat" are presented in table 12.
Average yields for other years are
available in the South Dakota Agri
culture 1954 as prepared by the
Crop and Livestock Reporting
Service.
Dl. Calculation of Estimated An
nual Rent. In making the estimate
of yields the landlord should study
carefully the average annual county
yields for previous years as report
ed in South Dakota Ag riculture by
the South Dakota Crop and Live
stock Reporting Service. Then by
comparing county conditions with
the previous years a fairly good es
etimate can be made. This estimate
is left entirely to the landlord to
prevent a failure to agree upon an
estimated yield. If the landlord
overestimates the rent, he has to
make repayment with interest. This
possibility should insure a conserv
ative estimHte. When wheat is used,
an August date should be set for the
payment of the estimated annual
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Table 1 2. Base Corn and "All Wheat" Yields by Counties 1 936--1955

Economic Area and County

Yields Per
Harvested Acre
Com, Wheat,
bu.
bu.

Area 1, West River
Bennett __________________________
Butte ----------------------------Corson ---------------------------Custer ---------------------------Dewey _____________ ______________
Fall River _____________________
Haakon __________________________
Harding -----------------------Jackson _____________ ____________
Jones -----------------------------Lawrence __________ ___________
Lyman ------- -----------------Meade ---------------------------Mellette -------------------------Pennington ____________________
Perkins - -----------------------Shannon -----------------------Stanley -------------------------Todd -----------------------------Washabaugh ________________
Ziebach --------------------------

12.5
22.4
14 .7
11.3
13.3
11.0
12 .3
1 4.0
10.4
11.8
1 9.9
14.2
13.8
11.1
11.6
14 .4
11.2
11.9
13.3
10.3
11.4

13.7
15.3
10.7
11.6
10.3
12 .3
11.6
10.7
10.8
11. 4
16.5
1 2 .2
11.7
11.5
10.9
10.8
15 .3
11.l
10.7
13.4
10.8

Area 2a, North Central
Campbell ---------------------Edmunds ---------------------Faulk -----------------------------Hand -----------------------------Hughes -------------------------Hyde _ ___________ ___________ ____
McPherson _ _____ _____ ______
Potter -----------------------------Sully -----------------------------Walworth ______________________

17.4
16.7
16.1
16.4
14.6
16.0
17.3
16.2
15 .9
15.9

11.1
9.5
9.8
10.3
9.9
10.2
9.9
10.7
10.8
10.4

Area 2b, South Central
Beadle - -------------------------- 17.9 10.1
Brown ------------- -------------- 20.2 11.6
Clark _______ ____ _____ __________ 20.0 11.6

Economic Area and County

Yields Per
Harvested Acre
Com, Wheat,
bu.
bu.

Day -------------------------------- 21.2 12.l
Marshall ______________________ 22.4 12.6
Spink ------------- --------------- 17.5 10.4
Area 3a, North James
Aurora __ -------------------------Brule - ----- ---------------------Buffalo -------------------------Gregory -------------------------Jerauld -------------------------Tripp ------------------------------

19.1
1 5 .6
15 .6
17 .2
18.2
14.3

10.2
10.4
10.5
11.5
11.1
12 .2

Area 3b, South James
Bon Homme _ ______________
Charles Mix _____ ____________
Davison -------------------------Douglas -----------------------Hanson -------------------------Hutchinson -------------------McCook -----------------------Miner _ _____ ---------------------Sanborn ------------------------

25.3
19.6
22.0
21.9
23.4
25.9
25.5
21.2
21.1

12.0
11.4
10.4
10.4
10.6
1 1.6
1 2.4
10.4
10.2

Area 4a, Northeast
Brookings ______________________
Codington ____________________
Deuel -----------------------------Grant -----------------------------Hamlin ------------- -----------Kingsbury ---------------------Roberts _____________ ____________

29.1
22.9
29.3
29.3
24.9
24.3
27.5

13.8
12.4
13.0
12.8
13.3
1 2.1
12 .6

Area 4b, Southeast
Clay ------------------- -----------Lake -----------------------------Lincoln -------------------------Minnehaha -------------------Moody --------------------- -----Turner -------------------------Union --------------- -----------Yankton ________________________

35.4
28.2
37.4
34.1
32.5
32.6
37.3
31.6

17.7
13.6
15 .8
14.7
13.9
14.9
17.4
14.9
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rent. The date of payment should
be set as close to the probab le date
of harvest of the principal crop as
possible.
D2. C alculation and P ayment of
Fin al Rent. The annual report of
county yields has been published in
South Dakota Agriculture on or be
fore M arch 15 for the past several
years. Hence, the final settlement
will ordinarily take place on or be
fore April 1. But because the date at
which the publication appears can
not be guaranteed, no defin ite date
for the final settlemen t can be
made. If the estimated yields are
carefully calculated this should not
be a serious problem.
The calculation of the rent and
notification of the adjustment nec
essary are made the responsibility
of the landlord. This is to avoid the
confusion which might result if
both were to calculate the rent. The
tenant should be given some time
to check the figures and make any
necessaiy arrangements. Ten days
are suggested in the base form but
this can be changed if desired. If
the estimated annual rent was more
than the final ann ual ren t the land
lord should make the adj ustment
with interest not later than one or
two wee ks after the county yields
are published.
E. Title Reserved for Security of
P ayment. The main objective of this
lease is to give the landlord greater
security of rent and property. This,
it is believed, will result in greater
f reedom of operation and security
of tenure for the tenant. The pro
visions for an objective rental dis- .

cussed above provide security as to
the amount due but do n ot provide
security of payment. The reserva
tion of title of the principal crop
being used as standing rent elimi
nates the possibility that creditors
of the tenant may make it impos
sible for him to pay the landlord his
rent.
To avoid seriously interfering
with the tenant's fam1ing opera
tions the acres mentioned in the
lease of the principal crop to be
produced should be n ot less than
the minimum necessa1y to cover the
rent durin g a normal year and any
arre ars of rent which the tenant
to may owe to the landlord.
This reservation protects on ly the
estimated rent as calculated under
Section 6Dl . However, the "Pay
ment of Final Rent" Section 6D2 is
also covered since any arrears of
rent from previous periods mus t
also be paid. In the example, as soon
as the corn is harvested the esti
mated rent can be calculated and
paid along with any arrears from
the final settlement of the previous
year. When this is done, the tenant
receives full title to the grain and
m ay feed or sell it as he wishes. This
provision will cause little or no diffi
culty for the honest tenant and may
greatly increase his security of ten
ure and f reedom of operation.
Should Rents Vary with Yields
of Several Crops?

When a farmer leases land for a
fixed cash or fixed produce rent, the
r(>ut does n ot vary with crop pro
duction at all. Likewise, when a
farmer buys a farm, the interest and
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principal charges rarely vary with
crop yields. But when the farmer
share rents, the rent varies with
the yields of most if not all of the
crops which he produces. The fact
that the tenant. and to a lesser ex
tent the landlord, can affect the
yields makes the share rental sys
tem highly subjective. The subjec
tive rent affects the landlord's secur
ity of rent and the tenant's freedom
of operation and security of tenure.
In contrast the fixed cash and
fixed produce rents cannot be af
fected by the management of the
tenant and the landlord. Such a
rent is objective, certain, and defi
nite. Because the amount of the rent
cannot be affected by the tenant
after the lease is signed, the land
lord has greater security as to the
amount of the rent. Because of this
security of rent, the tenant usually
obtains greater freedom of opera
tion and security of tenure even
though the lease may continue to
be made for only one year or year
to year.
Section 6 of the Improved Fa.rm
Lease form attempts to incorporate
the objectivity of the fixed rents and
the variability of the share rents. It
allows the rent to vary with the
price and yield of the principal crop
grown in the community where the
farm is located. Since farm grain
prices tend to move together, there
seems to be ample justification for
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using only the price of the principal
crop as a variable. This has been
discussed above. Not discussed,
however, was the merit of varying
the rent with the yield of only the
principal crop. This will now be
briefly discussed.
While it is possible to have the
rent vary with two or more of the
crops which are produced in the
county this makes the calculation of
the rent much more difficult. It also
assumes that tenants are of two
kinds : those who can buy a farm
and pay fixed interest and principal
charges or lease land for fixed rents
and those who cannot. The varia
tion of the rent with only the princi
pal crop suggests that there are
many tenants who can bear a part
of the production risks even though
they cannot bear all of them. The
general availability of insurance for
hail, wind, fire, and flood lends sup
port to this idea. Furtherm01�e,
there are reasons to believe many
tenants will be willing to pay a rent
which varies with the yield of only
the principal crop in the communi
ty rather than several crops if this
will give them greater freedom of
operation, greater security of pos
session, and greater freedom to im
prove. Some of the reasons for be
lieving that this will happen were
discussed at the beginning of this
circular and will not be repeated
here.

I n creasing the Land lord ' s Secu rity of Property
The second reason why tenants
often lack security of tenure and
freedom of operation is that the
landlord has little security of prop
erty. The Improved Farm Lease
inserted in this circu lar contains im
portant sections designed to in
crease the landlord's security of
property. Space does not permit dis
cussion here. However, some of the
more important provisions will be
briefly mentioned.
This lease form requires that the
tenant make all minor repairs. The
need for many of these repairs
arises out of the normal operation
of the farm. Others may arise be
cause of carelessness of the tenant
or his family. In either case these
m inor repairs must be made out of
the farm income. Thus the tenant
can pay the landlord extra rent to
m ake these repairs or he can make
them himself. The latter course has
several advantages. The tenant can
do much of the work during off-sea
son periods, thus reducing the cost.
The landlord will not be w onder
ing if these repairs are clu e to a care
less tenant. Thus, rent for such
repairs does not need to be calcu
lated and paid. The landlord w ill
have a beter idea as to what his net
income will be. Because of the re
duced friction over these details,

the tenant's secu rity of tenure may
increase.
1\il ajor repairs shou ld normally be
made by the landlord. However, the
tenant can often make such major
repairs during slack seasons, thu s
reducing the costs. The tenant
shou ld, of course, be paid for the
labor contributed to such improve
ments.
O ften tenants are w illing to make
improvements at their own expense
if provisions are made to compen
sate them for the u nexhau stecl value
of these improvements. The Im
pro· v ed Fann Lease includes provi
sions of this kind. Also included is a
provision which would permit the
tenant to make certain specific im
p rovements at his own cost and give
him full authority to remove them
at any time. Usually the improve
ments are sold to the new tenant.
Some tenants in Lyons County Iowa
( across the line from Sioux Falls)
have made improvements in this
manner. O ther tenants w ho own
p art or all of their improvements are
found in Cedar and Knox Counties,
Nebraska ( across the M issouri
R iver from Vermillion and Yank
ton) . The practice has had some use
in other parts of Nebraska, Kansas,
and Illinois.
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How Long Should t:he Lease Term Be?
Because the rent is not affected
by the tenant's farming, the land
lord would be less likely to refuse
to renew a one year lease. He would
be less likely to give notice that the
lease is bein g termin ated under a
year-to-year lease. Hence, it can be
con cluded that because of the land
lord's greater security of rent under
objective ren tals the tenant will
tend to have greater freedo m of
operation and also greater security
of tenure even though a one year
lease term is used.

Does the use of the Improved
Farm Lease give the ten an t all of
the security of tenure that he needs
for effi cient operation even though
a one year or a year-to-year term
is used?
Tenant Has More Freedom
a nd Secu rity

Because neither the tenant nor
the landlord can affect the amount
of the rent after the lease is signed,
the landlord will be much less con
cerned about the tenant's farming
plans and operations than he would
be under a share rent lease. For ex
ample, a manager of a· Kansas
estate consisting of several fanns
took exception to the arguments for
objective rentals. Upon learn ing
that the estate was using both
straight cash and share rents, he was
asked how much supervision pe
gave the cash tenants. He admitt�d
it was much less. He visited the cash
rent farms only one or two times
per year for the purpose of collect
ing the rent and checking on the
upkeep of the land and improve
ments. The cash tenants were free
to grow whatever c r o p s they
pleased.
This is not new; it is well known
that the tenan t generally has much
greate r freedom of operation under
cash leases than under share rent
leases. Sin ce the rent to be paid
under the bnproved Farm Lease is
as objectively determined as a cash
rent there can be little doubt that
the tenant's freedom of o peration
would be greater under this rental
plan than under share rent leases.

Secu rity of Property
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The objective ren tal arrange
ments of the Improved Farm Lease
give the landlord greate r security
of rent than does share rent leasing.
Because of this greater security of
rent he is less likely to find fault
with the tenant's farming or the rent
paid. Hence the landlord-tenant re
lationship is more likely to be con
tinued. As a result the tenant's
chances of keeping his leasehold
estate are increased. This increased
security usually increases the ten
ant's interest in maintain in g and
e ven improving the property.
Under subjective share rent leases
the one year or year-to-year lease
helped to keep the tenant on his
toes and insure full payment of the
rent.
Under oral share rent the lan d
lord often says to the tenant, "No w
don't worry about the term of this
lease. If you do a good job of farm
ing, pay the rent and keep up the
improvements you can have this
farm as long as you want it." Such
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a statement makes good sense. If
the tenant meets these require
ments the landlord has nothing to
gain by changing tenants.
Under the l mp rovecl Farm Lease
it is much easier for the tenant to
keep the landlord satisfied with his
farming operations because the
quality of farming does not affect
the landlord's rent. The landlord
has no reason to object if the tenant
wished to grow barley and flax in
stead of oats and corn. The tenant
needs only to pay the rent and
maintain the value of the property
to achieve reasonable security of
tenure-at least as long as the land
lord is renting the farm. Because the
short term lease is not needed to
insure rent payment and because
increased security may cause the
tenant to take more interest in the
upkeep of the property, should not
leases be made for 3, 5, 7, or 10
years? There seems to be consider
able merit to this idea. However,
each case must be considered sep
arately.
In some cases a long term lease
may not be helpful. This may be
true when the farm is too small or
the rent too high to provide a good
living for the tenant after the rent
and other costs are paid. A tenant
on such a farm may not be inter
ested in keeping the farm. Hence
he will not be interested in main
taining it. Some tenants may be so
interested in short rnn profits or so
determined to achieve ownership
that they may be unwilling to main
tain the propeity no matter how
secure they may feel. Then, there
are other tenants who seem to

have little understanding of how to
maintain the property and may not
be particularly interested in learn
ing even if they had a long term
lease.
The decision as to 'vvhat length of
lease term to use needs to be based
on more than the upkeep of the
property. Landlords have an obli
gation to lease land under condi
tions which will not only conserve
the land but also the people upon it.
Unfortunately, the landlord himself
may be a cause of insecurity of ten
ure under a short term lease. An
examination of the characteristics
of landlords will help to make this
clear.
Characteristics of Landlords
Affect Security

In South Dakota 80% of the land
lords own only one farm, 13% own
two, 5% own three or four, and only
2% own five or more farms. 1 1 Of
these landlords, 57% are either active
farmers, retired farmers, or are
widows of farmers. Another 35% are
business or professional men or
their widows and 10% are "others."1 2
As might be expected 74% of the
landlords are over 55; 50% are over
65; and 21% are over 75 years of age
in the North Central States. 1 3
Farm Ownership in the Midwest; North
Central Publication 13, Iowa Agricul
tural Experiment Station Bulletin 361,
1949, Table 7. Non-operating landlords
only.
"R. L. Berry, Share Rents and Short Term
Leases, South Dakota Agricultural Ex
periment Station Circular 1 17, 1955, Ta
ble 18.
13B. T. Inman and W. H. Fippin, Farm
11

Land Ownership in the United States,
USDA Misc. Pub. 699, 1949, Table 44.
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These figures indicate that there
are few full-time professional land
lords. For most, the role of landlord
is a by-product of some other busi
ness, or is inherited. Thus the role
is incidental if not accidental.
Farmers must retire and when they
do they frequently rent out their
land. Business and professional men
with a rural background often in
vest surplus earnings in farm prop
erty. 'i\'hen these men die their
widows or other heirs may continue
to lease the land for a number of
years. Eventually most of these
farms are put up for sale. Very few
indeed are people who have made
a career of leasing farms. The pro
fessional landlord is almost wholly
absent.
This situation causes considerable
insecurity for the tenant who is
leasing on a one year or year-to
year lease. The landlord is often an
experienced farmer or business man
who has much to learn about the
art of handling tenants. Often the
tenant is relatively quite young. He
is often inexperienced both as a
farmer and as a tenant. Landlords
who have had experience with many
tenants may be able to resolve the
problems that arise without termi
nating the lease while the beginner
may fail. Again, the age of the land
lord raises doubts in the mind of
the tenant as to how long he will be
able to keep the farm even when
the landlord-tenant relationship is
highly satisfactory. The landlord or
his widow or heirs may feel that the
farm must be sold vacant or unoc
cupied to secure the best price and
to settle the estate.
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There are three possible solutions
to this problem. The first solution is
to make a long term lease for 3, 5,
7, or 10 years. 1 · 1 State law prohibits
leases longer than 10 years in
length. vVhile a long term lease
would make such a vacant sale im
possible before the end of the term,
the landlord should remember that
an insecure tenant is not apt to be
as interested in maintaining and
improving the property as a secure
tenant. The upkeep of the farm may
be more valuable than the right to
sell it vacant at the end of any lease
year.
Also, when the Im p ror;ecl Farm
Lease is made for a long term it can
still be cancelled at any time the
rent is not paid as specified or when
repairs which the tenant has agreed
to make have not been made within
a reasonable time after the landlord
has given notice that they should
be made ( see Section 6 B 1 ) .
The second solution is to com
pensate the tenant when he is given
notice to vacate in order that the
farm may be sold.
The termination of the lease for
the purpose of selling the land unoc
cupied is sometimes highly desir
able. ,vhen this is the case, the land
lord could write in under Section 8,
"Additional Agreements" the fol
lowing words : "The Landlord res
serves the right to cancel the lease
at the end of any lease year for the
purpose of selling the land vacant
or unoccupied, provided that notice
•·•Agricultural leases made for periods
longer than 10 years are not valid in
South Dakota ( S. D. Code, 1939, Sect.
38.0403 )
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be given on or before the ________________ ed. In a democracy, the larger the
---------- --------- - -- day _____ ----------------- ------- institution the more conspicuous
- - ____ ______ ______ of any lease year and are its actions and the smaller its po
that the tenant be paid____________________ litical influence. The tenants of such
___ ______________ ____ _____ ______ dollars for un- an institution h ave many more votes
justified disturbance." The amount than the lan dlord. It must stand the
of compensati on might be the cash scrutiny of the public as well as a
v alue of the stan ding rent for the large number of tenants. The rents
most recent lease year. Such a pro must be k e p t reasonable an d
vision might also be made to cover changed carefully only when con 
notice to vacate for any reason when ditions warrant.
the tenant h as n ot been at fault. In
For example, after World vVar II,
England laws h ave been adopted individual landlords had been in
which make such payment compul creasing the amount of their share
s ory.
rents in southwestern Minnesota
The third solution is more funda with little or no difficulty. Then a
mental. This involves the encour Chicago institution leasin g 1 7
agement of profession al landlords farms i n this area n otified their ten
who make a full-time business of ants rents would be increased.
· leasing lan d to ten ants. Even when Their tenants refused to sign the
a one year lease is used, such profes leases for the next year. As a result
sion al landlords or their agents are there was much criticism of the in
much less likely to cause insecurity stitution an d the increase in rent
of tenure clue to health and old age. was finally compromised.
This is especially true when the
At the present time two-thirds of
land is held as a large estate or trust the farmers in South Dakota are
by banks, colleges, churches, or var leasing part or all of the land which
i ous governmental agencies. The they operate ( see table 1 ) . Almost
l andlord usually develops reason h alf of the farmland in the state i s
able stan dards for the operation being leased b y farmers. T h e de
and maintenance of the farms. velopmen t of more institutional
T h e s e standards become well landlords would seem desirable be
known to the prospective tenants. cause of the greater security of ten 
Because of their permanent n ature u re an d freedom of operation which
such landlords rarely give notice of they could provi de. Unless loans for
lease termination because of fin an 9 0% or more of the sale value of lan d
cial difficulties, sickness, or old age. are to be made available to farmers,
Such institution al landlords are more attention should be given to
sometimes feared because of th eir the encouragement of professi onal
size. Such fears are n ot well found- and institutional l andlords.

S u m mary
Two-third s of the f ar mer s and
South Da kota rent a ll or
part of the land the y operate .
S hould the y be a ble to operat e a s
e fficientl y a s owner -01J era tor s? I f
they should, then they need greater
fr ee dom of operati on , security of
tenure a nd freed om of impr ovement. But tenants a re n ot like ly to
a chi eve t hese con dit ions for e fficien cy unl ess the land l ord is gi ven
gre ater se curity of rent an d security
of property.
The purpose of this cir cular i s to
expla in how the land lord can
a chie ve the se cur ity of rent a n d
pr opert y that will ma ke it possi ble
for the l a ndl ord to gi ve the ten ant
greater freed om of operation and
se cur it y of tenure .
Share rent s which can be a ffecte d
by t he tenant's far min g d e cision s
a ppe ar to be t he princi pa l cause of
the land lord's in secur ity of rent .
O bjective rental s are t hose which
cann ot be a ffected by the tenan t's
far mi ng a bi lity or hi s hone sty in d ividin g the crops. Such rentals re lie ve t he lan d lord of the necessit y of
supe rvi sing the tenant's f ar min g
operation s and leave n o que sti on a s
to the amount of rent to be pa id .
The fixed cash rent i s the most
f a miliar e xample of such an obje cti ve rent. Howe ve r, man y l andl ords
pre fer a rent which ad justs more
ea si ly to chan ge s in pri ce s an d crop
yie lds. Also, some ten ants are n ot
pre pared to stand the r isks in vol ved
in fixed ca sh renta l payments.
When the rent to be pa id is specified as a fixed a mount of pr od uce of
a certain grade or qua lity rather

rancher s in

than a share, t he a mount to be paid
is certa in an d definite. The ca sh
val ue of the pr od uce varie s with
m ar ket pr ices. Hen ce , it ha s one of
t l1e i mporta nt chara cteri sti cs of t he
sha re rent but it cann ot be a ffe cted
by the tenant. As a re sult the lan d lord 's securit y of rent i s consider 
abl y greater than under t he share
rent lea ses. Such ren ts are kn own a s
standing rents be ca use the a mount
to be del ivered is fixed and d oes n ot
var y a s do share rents. The pa y
men t of the stand in g rent can be
m ade more simple by spe cifyin g
that the cash value of a certain
numbe r of bushel s of grain of a cer 
tain grade sha ll be paid a s a ca sh
ren t. The per iod and sour ce of
pri ces to deter min e tl1e ca sh va lue
of the pr oduce must be spe cified
when thi s i s done.
The ca sh va l ue of the stand in g
ren t can be made t o var y with the
a vera ge coun ty yield of the most
important cr op in tl1e area . When
this is d one , the rent fluctuate s n ot
onl y with price s but al so with
yield s in the county. Hen ce it ha s
much of the ad va nta ge s of cr op
share rents. Beca use t he tenant can n ot a ffe ct a pprecia bly the county
a vera ge yield s n or the pr ice s, the
a mount of rent to be pai d is ce rtain
an d d efin ite . Hen ce the la n dl ord's
se cmity of rent i s greate r than un
der the share r ent lease . An im
proved far m lea se f orm which in
cor porate s thi s method of renta l
pa yme nt is inserted in thi s cir cular .
This lea se for m pr ovides t he
Fr:tme wor k in which the recom33
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rnendations presented in this circu
lar can be worked out. Properly
completed, it should give the land
lord adequate security of rent and
security of prope1ty. This should

make it possible for the landlord to
give the tenant the greater freedom
of operation and security of tenure
necessary for the tenant to operate
as efficiently as an owner-operator.
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SOME SUGGESTIONS TO HELP YOU

• Make two identica l copies of you r l ea se-one for the l a n d lord a n d one
for the tenant. Extra copies ca n be secu red from you r Cou nty Exten
sion Agent, free of charge .
• Stu dy ca refu l ly the exa m pl es given i n this circu l a r. If you need help i n
determ i n i n g the rent, etc., see you r Cou nty Extension Agent .
• A l ease is l i ke a personal c heck or a deed for la n d-be carefu l . Use i n k
o r typewriter .
• Th is lease has been p repa red with lega l a ssista nce, to protect both the
land lord a n d tenant. Be ca utious a bout making changes i n it. Consult
your lawyer if i n doubt. If words a re to be om itted, d raw or type a
l i n e through them.

OTHER PU BLICATIONS TO HELP YOU

Beca use of the m a ny req uests from l a n d lords a n d tena nts, the Eco
nom ics Department is work i n g to solve some . i m porta nt p roblems of own
ers h i p and tena ncy. Some recent p u b l ications a va i la b l e from you r Cou nty
Extension Agent a re :
Farm Rental Arrangements i n South Dakota, b y J . Robinson a n d R . L .

Berry, Extension Leaflet 1 68 ( l 955).
Farm tena nts report on s h a res used i n d ifferent a reas of So :.; th Da kota .

Eq uitable Leasing, by J . Robinson, Extension Circu l a r (to be pub lished

later th is yea r).
D iscusses equita ble shares of income a n d costs u nder share leases.

Planning a Father-Son Farm Pa rtnership, by C. Benrud, Circ u l a r 1 42 ( 1 958).

Presents case for a true farm p a rtners hip . Tells how to set it u p .

Keeping Your Farm in t h e Family, b y Max Myers, B u l l etin 389 ( 1 950).

Discusses various methods of tra nsferring fa rms from father to son
or other relatives.

Share Rents and Short Term Farm Leases, by R. L. Berry, Circ u l a r 1 1 7 (1 955).

Land lords say that short-term l ease is u sed to give them secu rity of
rent u nder share l ea ses.

Ad d itional materi a ls on farm leas i n g a re being prepa red by both
State a n d Federa l agencies a n d w i l l be ava i l a b l e through you r Cou nty
Extension Office.

Act:ivities of Your Economics Department
The aim of the Economics Department is to help both farm and
city people to achieve higher levels of living. To this end, it has
three main areas of effort-instruction, research and extension educa
tion.
The department teaches both general ( business ) and agricul
tural economics. All students on the campus take a course in eco
nomics, designed to make them better citizens. A large proportion are
taught the principles of business law, accounting, and business and
farm management. Each year an increasing number of students major
in economics.
Most of the teachers also do some research. Much of this research
is done in the agricultural field. However, some, such as taxation and
marketing, affects both farm and city people. Reports are published
as bulletins, circulars, or mimeographed pamphlets. This circular on
leasing problems is an example. The research work makes possible
continued improvement in courses and supervised research for grad
uate students. This provides excellent professional training.
The Extension Economists work closely with the research staff
of the department. This makes it easier for them to extend the teach
ings of the department and to carry to the people the latest develop
ments of research.

Sout:h Dakot:a
Improved Farm Lease

between

_____________________ ______ ----------------------------______________ .La n d lo rd
_________________________________________________________________ Address
---------------------------------------------________________________Tena nt
_________________________________________________________________ . ___ Address

Prepa red by the
Economics Department
SOUTH DAKOTA STATE COLLEGE
AGRICULTURAL EXPERIMENT STATION
15M-5-58-5586

South Dakota I m proved Farm Lease
Containing Ma i n Featu res of Both Cash and Sha re-Rent Leases

Sed:ion I . Purpose, Parties, and Date
This lease is designed to give the Landlord greater security of rent and greater security of property in exchange for greater freedom of
operation and security for the Tenant than is possible under most shar e-rent leases. To achieve this purpose this lease is entered into by:
------------------------------------------------------------------------------------------- Landlord a nd ------------------------------------------------------ Tenant
on the________________________________ day oL..--------------------------, 19 ............ , and shall be binding upon the heirs, executors, administrators and assigns of
both the Landlord and Tenant as upon the original parties.

Sed:ion 2 . Tenant's Freedom of Operation
A. The Property Being Leased: The Landlord, in consideration for the rent and provisions for security of rent and security of property
specified below, rents and leases to the Tenant with the freedom of operation necessary for efficient production, satisfactory rural living and
quiet enjoyment for agricultural purposes only the following real estate located in the county of ------------------------------ and the
state of ----------------- __________ --------------------------, described as ------------------------------------------------------------------------------------. --------------------------------------------------------commonly known as --------------------------------------------------------- and consisting of approximately ---------------- acres, including the improvements
on it belonging to the landlord except ----------------------------------------------------------------------------------------------------
and except all minerals of whatever kind which may lie under this la nd.
B. Right of Entry Reserved: The Landlord reserves the right of e ntry for himself, his agents, his employees or assigns at any reasonable
time ( I ) for the purpose of viewing the premises or making repairs or improvements, ( 2 ) for collecting rent after it is due; ( 3 ) after notice
of termination has been given and after crops have been harvested, for preparing land and seeding crops as may be deemed necessary by the
s1:1eeeedi- ng operatoF, a-nd -f4) to search- for-- a-nd to develop -m-i-necal reso urces -provided -that such carch--a m:1 -dcvelopmenr doer rrort meTf r
with the farming of the Tenant.

Sed:ion 3 . Landlord ' s Security of Land
The Landlord agrees to lease this property only with the under
standing that the Tenant will maintain the productivity of the
land in as good a condition as it was at the beginning of this lease,
except for unavoidable erosion and normal depletion, and that
improvements will be protected against loss or waste. Without
this security of property the landlord cannot give the Tenant the
security of possession and freedom of operation ,necessary for
efficient production and satisfactory rural living. Hence the
Tenant specifically agrees:
1 . To maintain established watercourses, grass waterways, con
tour lines, terraces, dams, and other soil or water structures
which may be on the land.
2. To plow no permanent pasture land without the written con
sent of the Landlord.
3. To prevent the tramping of fields by stock and rooting of hogs
when injury to the land or pasture would result.
4. To limit stock on permanent pasture to not more than one
animal unit to ____________ acres of permanent pasture (one animal
unit equals one mature cow; two calves; five sheep; one mature
horse, or two colts) .
5 . To properly care for windbreaks by protecting them from live-

6. To protect trees and shrubs and to cut no live trees without the
written consent of the Landlord.
7. To spread all manure upon the land and to burn no cornstalks,
straw or other crop residues without permission of the
Landlord.
8. To prevent noxious weeds from going to seed and to mow
weeds in fence rows and on roadsides which may spread to
fields.
9. To comply with government programs as follows: --------------------

-----------------------------·-------------1-----------------------------------------------------------

stock and --------------------------------------------------------------------------------

Suggestions for using and com pleti ng this lease form ca n be found in "An I m p roved Farm Renta l Method for South
Da kota , " South Da kota Agricultura l Experiment Station Circular 1 4 1 , wh ich is ava ilable at your Cou nty Agent's office.

Section 4. Landlord's Secu rity of I mprovements
A. Tenant's Minor Repairs: Like all farm costs the minor repairs
must be paid out of farm income. If the landlord makes the
minor repairs the rent must be sufficient .to cover this cost. If
the tenant makes these repairs the rent should be lower. Also
the tenant's costs should be lower since he can make the re
pairs during slack seasons.
Therefore The Tenant Agrees :
1 . To make at his own expense all minor repairs necessary to keep
the premises in as good a condition as they were at the
beginning of the lease or were put by the Landlord during the
lease except for normal wear and tear and except for damage
compensated for by the Landlord's insurance policy. Some
examples of minor repairs are : replacement of broken wind
ows , minor repair of doors, screens, storm sash, leaking roofs,
Bashing, gutters and downspouts, minor repair of siding, foun
dations, chimneys, heating and plumbing equipment, wind
mills, pumps, stanchions, stalls, gates and fences.
2. To see that all electrical, heating and plumbing repairs and
additions meet the requirements of power companies and fire
insurance contracts.
3. To avoid all fire hazards, such as the storage of fuel, auto
mobiles, motor trucks, and tractors in barns.
c, keep· t he farmstead neat and orderly.
5. Not to erect nor permit to be erected any commercial adver
tising signs on the property.
6. Not to assign this lease or sublet any part of this property
without the written consent of the Landlord.

B. Landlord's Minor Repairs: The Landlord agrees that the
following minor repairs needed at the beginning of this lease
shall be made at his expense: ----------------------------------------------·-----

Sedion 5 . Tenant's Free d om t:o I m p rove
A. Landlord Improvements: Because major repairs usually last
for m::rny years, they should be paid for by the Landlord.
Therefore, the Landlord agrees:
1 . That he will make at his own expense the following major re
pairs or improvements by the date indicated immediately after
them ··-------------·--------------------------------------------------------------------------------

2. That he will compensate the Tenant for any labor which he
may expend upon these improvements.
B. Tenant Compensations: The Landlord agrees:
I . That the Tenant may make at his own cost the following improven1ents : ------------------------------------------------------------------------------

2. That he will compensate the Tenant for the undepreciated
costs of the improvements when the lease is terminated
( Example: if an improvement costing $ 1 ,000 was to be depreci
ated in ten years time and the lease was cancelled after five
years the Landlord would owe the Tenant $500.)
C. Tenant Removal: The Landlord agrees that the Tenant may
make at his own cost the following improvement ( s) ----------·--- --

and has full permission to remove them or to s::ll them to the
succeeding operator, provided that the Tenant has first paid
the rent and kept his other obligations under this lease.
D. Compensation for Field Work: The Landlord and Tenan t
agree:
1. At the beginning of this lease the following acreages were
prepared or seeded as shown:
Acres

Adjustment Rate

plowed land
legume hay
winter wheat
to be located -------------------------------------------------------------------

costing not more than ------------------------------

to be fully depreciated in ----------------------------·------------------- years time
beginning with ---------------------------············ --------------------------- 19 .........._.

2 . That at the termination of this lease the rent due or paid shall
be adjusted at the rates shown in direct proportion to the
changes in acreage.
E. Arbitration of Differences: The Landlord and Tenant agree
that if differences should arise between them, they may elect
to arbitrate a settlement by the following precedure. \Vithin
I O days after electing to arbitrate, the parties shall choose an
arbitrator, or if one person cannot be found that is acceptable
to both parties, then each party shall choose an arbitrator and
the two so chosen shall select a third. Within a reasonable time
the arbitrator( s) shall make whatever inspection and inquiry
is necessary and report findings in writing to both parties. The
arbitrator(s) shall have power to make an award or determi
nation on any issue which arises out.of this lease and it shall
be binding on both parties. The expense of arbitration shall
be divided equally between the parties.

Section 6 . Providing Secu rity of Rent:
A. Calculation of Cash Value of Sta nding Rent:

The tenant agrees to pay an annual rent which shall be the cash value of a standing rent calculated as follows :
1 . Kind of Standing Rent: The standing rent shall be -------------------- --------------------------------------------------------------------------- ( kind of corn or
wheat) of grade number _____________ ___________ ____ having a minimum test weight of ------------------- ------------------------------------------------------------------------ pounds
per bushel and a maximum protein content of -------------------------------------- ---------------------------------------------------- per cent.
2. Amount of Standing Rent: The total amount of the standing rent shall be ---------------------------------------------------------------------------------------------- ___
bushels of said kind and quality of grain.
Of this standing rent:
--------------------- bushels are for _______ ---------------- acres with improvements.
---------------------- bushels are for ------------------------ acres of permanent pasture.
------------------------ bushels are for ------------------------ acres of cropland.
___________ _____ _____ bushels are for ------------------------ acres of ---------------------------3. Cash Value of Standing Rent: The cash value of the standing rent shall be determined each year by multiplying i t by the simple
average of the daily cash market price per bushel of said kind and quality of grain beginning with the _ _____ -------------------------------------------- day of
_______ ---------------- (month) and ending with the _ -------------------------------------- ---------------- day of ---------------------------------- ( month ) of each year inclusive
as paid at --------------------------------------------------------------------------------------------------- as reported by --------·----------·---------·-------·--------------------------------------------------------

B. Payment of Cash Value of Sta nding Rent:

(Note: if it is desired that the rent vary only with prices complete Part B and strike out parts C and D below. If it desired that the rent
vary with county average annual yields strike out Part B and complete parts C and D below. ) The Tenant agrees to pay in full an annual
rent as calculated in Section 6A above on or before the ---------------------------------------------- day of ----------------------------------------------------------- (month)
of each year and any rent not paid upon that date shall bear interest at six percent per annum until paid.
C. Adjusting Cash Standing Rent to County Yields:

The total cash standing rent shall be adjusted in direct proportion to the average annual harvested yield for the lease year of said grain
in ---------------------------------------------------------------------------- County, South Dakota. The amount of adjustment shall be determined by dividing the
average annual county harvested yield as reported by the South Dakota Crop and Livestock Reporting Service, 2 1 9 West Eighth Street,
Sioux Falls, South Dakota by the base yield of ---------------------------------------- bushels per acre, which is the simple average of the annual county
yields from 19 ____________ to 19 ____________ inclusive. The results of this division shall be multi plied by the standing rent as calculated above to
determine the adj usted standing rent.
D. Payment of Rent:

The Tenant agrees that the cash value of the adj usted standing rent shall be the annual rent and that he shall pay it as follows :
1 . Payment of Estimated Annual Rent: Because the average annual harvested yields by counties are not available as a rule until March
1 5 of the next year a temporary settlement shall be made as follows : Each year the Landlord shall estimate the average annual harvested
yield of said grain in said county, using whatever counsel he desires, and using this estimated yield, he shall calculate an estimated annual
rent using the methods described in Section 6A and Section 6C above. The Landlord shall then notify the Tenant as to the estimated annual
rent on or before the -------------------------------------------------------- day of ------------·--------------------------------------------- (month) of each year and the Tenant shall
pay the estimated annual rent on or before the ----------------------------------------- day of ------------ -------------------------------------------------- ( month ) of each year.
2. Payment of Final Rent: When the average annual county yields are published by the South Dakota Crop and Livestock Reporting
Service, the Landlord shall use said yields to calculate the final annual rent using the method described in Section 6A above. The Landlord
shall notify the Tenant of any rent due, and such rent shall be payable within two weeks of the date that the notice is given. If the estimated
annual rent paid is more than the final annual rent then the Landlord shall pay the Tenant the difference with interest at 6 percent per
annum from the time of payment of the estimated rent until paid. If the estimated annual rent is less than the final annual rent the Tenant
shall pay the difference to the Landlord, without interest. However, on any additional rent due and not paid at the time of final settlement
the Tenant shall pay interest at 6 percent per annum from the time of final settlement unt_il paid.
E. Title Reserved for Secu rity of Payment:

Tfie Tenan agrees to plant, cultivate, and harvest not less than -----·---------------------------- acres of the crop used in calculating the above rent
on this leased land each crop year. The Tenant also agrees not to sell, remove or permit to be removed any of said crop produced on this land,
except with the prior consent of the Landlord until the estimated annual rent specified in Section 6D l above, all arrears of rent, and all other
indebtedness to the Landlord is paid, and until such payment the title of said crop shall remain in the Landlord.

Sedion 7. Ten ant:' s Securit:y of Possesion

A. Lease Term: The Tenant has agreed to provide the Landlord

with security of land, improvements, and rent in the sections
above. In exchange for these promises the Landlord agrees
that the term of this lease shall be for ---------------------------- year( s)
beginning with the -------------------------------------------------- --------- day of
---------------------------------------------------, 19 ____________ and ending with the
day of ----------------------------------------------------------------, 1 9____________ ( not to
exceed 1 0 years ) .

B. Lease Termination: This lease may b e terminated before the
end of the agreed term :
( 1 ) By the Landlord when the Tenant has failed to pay the
agreed rent, has used the premises for purposes other than
agricultural production, has not within a reasonable time
after requestmade the repairs which he has agreed to
make, or has violated any other provisions of this lease.
( 2 ) By the Tenant when the Landlord has failed to provide the
Tenant with possession, use, and quiet enjoyment of the
premises or has failed to make major repairs and improve
ments which he has agreed to make.
(3) By mutual agreement of the two parties.

Sedion 8. Addit:ional Agreement:s

The tenant hereby acknowledges that the Landlord at the time of making this lease agreement has delivered and he has received a true,
perfect and complete copy of their lease agreement.
Witnesses:

Signed --------------- ______________ ---------------------------------------------, 19 ________________
_______ Landlord
By --------------- -------------------------------------------------------------------------------Agent
-------------- ---- --------- -------- ----------------- --------------------------------- __ _____ Tenant

State of ---------------------------------------------------------------------------------------------SS

County of ----------------------------------------------------------------------------------------On this the ------------------------------ day of ------------------------------ 1 9 ____________ , before me -------------------------------------------------------------- the undersigned officer,
personally appeared ----------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------known .to me or satisfactorily proven to be the persons whose names are subscribed to the written instrument and acknowledged that they
executed the same for the purposes therein contained. In Witness thereof I hereby set my hand and official seal.

Notary Public
County
1- y commission expires ----------------------------------------------------------------------

Amendment:s t:o the Lease

During the term of this lease the Landlord and Tenant may.wish to make some additional agreements regarding the land and
improvements being leased. These agreements may be written in below. Each additional agreement requires the signature of the Landlord
and the Tenant and the date of the signature.

